
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



COMMENT 337 

EXTENT TO WHICH A CONTRACT OF INSURANCE WITH A 

MUTUAL BENEFIT SOCIETY CAN BE VARIED BY 

SUBSEQUENT CHANGES IN BY-LAWS. 

In an action to recover premiums on mutual benefit life insur- 
ance policies in which the right to amend the by-laws of the 
society was reserved and which premiums were declared for- 
feited for the refusal to pay increased rates assessed after the 
contract of insurance was made, it was recently held that where 
the rates charged are so low that insolvency threatens the 
society's existence, a by-law increasing the rates no higher than 
required to carry the risks on an adequate and equitable basis is 
not unreasonable and therefore not a breach of the contract. 

The power of a Mutual Benefit Society to make retroactive 
changes in its by-laws concerning its contracts of insurance is 
uncertain. The courts are in fair agreement, as was assumed 
in the principal case, that if the power is expressly reserved in 
the contract, reasonable amendments may be made. 1 Unless 
the contrary intention is clearly expressed, however, by-laws are 
construed to operate prospectively only. 2 Of course, if the 
power has not been reserved, a subsequent change in the con- 
tract cannot be made without consent. 3 But there seems to be 
no more definite criterion than reasonableness and in applying 
this test the courts are often directly opposed in their conclusions. 
Mere administrative changes in the by-laws, such as time, place 
or manner of paying the premiums, may be upheld without 
injustice. 4 But a by-law limiting the time in which to file claims 
and giving the society ninety days in which to adjust final benefits 
was held not to limit the time for bringing suit on a policy 
issued previous to the adoption of the by-law. 5 The great con- 
flict is concerning subsequent amendments varying the nature of 
the risk or the amount of the premiums or policy. It has been 

1 Gilmore v. Knights of Columbus, jy Conn. 58; Caldwell v. Grand) 
Lodge of United Workmen of California, 148 Cal. 195; Ross v. Modern 
Brotherhood of America, 120 Iowa 692; Lange v. Royal Highlanders, 75 
Neb. 188. 

"Modem Woodmen of America v. Wieland, 109 111. App. 340. 

' Nat. Council of Knights and Ladies of Security v. Dillon, 212 III. 
320; Fargo v. Supreme Tent, 96 (N. Y.) App. Div. 491, and cases there 
cited. 

'Messer v. Ancient Order of United Workmen, 180 Mass. 321. 

5 Cohen v. Supreme Sitting of Order of Iron Hall, 105 Mich. 283. 
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held that a by-law excluding saloon-keepers from membership 
applied to those who then were as well as to those who should 
become saloon-keepers. 6 But a similar provision regarding car- 
couplers was held not to be valid. 7 A subsequent amendment 
excepting suicide from the insured risks was held to prevent a 
beneficiary from suing on the policy in such event. 8 But the 
same amendment was held not to prevent the beneficiary from 
suing in Tennessee. 9 In like manner a by-law excepting suicide 
while insane passed subsequent to the issuance of a policy has 
been held not to apply. 10 In another case, however, the same 
amendment barred a recovery. 11 Suicide, while sane, bars a 
recovery anyway on the ground that it is a breach of the implied 
promise that the insured will do nothing to hasten the maturity 
of the policy. 12 In the same way, it has been held that a benevo- 
lent association can not reduce the amount of sick benefits by an 
amendment passed after the sickness has occurred. 13 Yet, in 
another jurisdiction the society has been allowed to limit the 
number of weeks of such allowance after the disability 
occurred. 14 Again, a mere general consent that the by-laws may 
be amended has been held not to authorize a higher rate of 
assessment for the reason that it would interfere with a mem- 
ber's vested right. 15 On the other hand, Illinois holds that a 
member has no vested right to insurance at a former lower 
rate where he has previously given general consent to changes 
in the by-laws. 16 The authorities being thus conflicting 
it is permissible to consider what rule should be adopted on 
principle in such cases. According to the express terms of the 
contract, any subsequent amendment is assented to in advance, 
but for reasons of justice and policy the courts have always con- 
sidered the member to have some vested rights. These are, to 
have as near as may be what he sought to get and for which he 

* Ellerbe v. Faust, 119 Mo. 653. 

I Hobbs v. Iowa Mut. Ben. Ass'n., 82 Iowa 107. 

8 N. W. Ben. and Mut. Aid Ass'n. v. Warner, 24 111. App. 357. 
"Supreme Lodge K. P. v. La Malta, 95 Tenn. 157. 
10 Shipman v. Protected Home Circle, 174 N. Y. 398. 

II Sovereign Camp of the Woodmen of the World v. Fraley, 94 Tex. 200. 
"Burt v. Union Central Life Ins. Co., 187 U. S. 362. 

"Boultney v. Bachman, 62 How. Prac. (N. Y.) 466. 
" Stohr v. San Francisco Musical Fund Society, 82 Cal. 557. 
18 Strauss v. Mut. Reserve Fund Life Ass'n., 128 N. C. 465. 
18 Fullenwider v. Supreme Council Royal League, 180 111. 621. 
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paid his money. Mere administrative changes do not prevent 
this, but amendments which would deprive him altogether of 
insurance, such as adding his occupation or manner of death 
to the uninsured risks, are not to be upheld. An increase in the 
premium or a decrease in the amount of the benefit being part 
forfeitures and deprivation of the very thing sought for, and 
going to the essence of the contract should not be allowed except 
where otherwise a complete failure of insurance is evident, or 
where insolvency threatens. The reason for the exception is 
the same as for the rule, namely, to preserve the insured's invest- 
ment and provision for those dependent on him, as far as may 
be, in accordance with the original intention of the parties. The 
principal case seems correct as illustrating the exception. 17 

" See also Reynolds v. Supreme Council Royal Arcanum, 192 Mass. 150. 



